It's Time For The State To Investigate The TDDA

For years, the Troy Downtown Development Authority (TDDA) has been collecting Tax
Increment Revenues (captured property taxes) from the entire DDA district in direct violation of
the law. Even though individuas such as Richard “ Red” Hughes and my sdlf have discussed this
with many people (includingthe Troy City Council, TDDA, Oakland County commissioners
Chuck Pamer & John Garfield (now state representative Garfield), and many more up the
political ladder), no one has provided the documentation to refute our clams. Why isit when a
private entity violates thelaw, the state quickly charges them when it is brought to their
attention. Yet, if apublic entity violates the law, they dragtheir feet and hope no one bothers to
follow up. Sncethelaw states that the Sate Tax Commission is the legal authority to enforce
PA 197 of 1975, it istimeto bring them into the act and have them investigate and explain why
the TDDA is dlowed to continuously violate the law. Hopefully in the next few weeks, | will be
gven acontact person for the State Tax commission to do just that. | will provide them with the
following as well as additiona information that may show that the TDDA intentionaly meant to
defraud the City, OCC and Oakland County of tax dollars.

You no doubt are askingyourself, what is Vic takingabout? Hasn't the City of Troy legd staff
stated that al is being done accordingto thelaw. Let me present my case and let you decide
whether | have misinterpreted the law or isit the TDDA that has misinterpreted the law.

Violation: Collecting more Tax Increment Revenues than the law dlows.

The TDDA has collected Tax Increment Revenues from the entire district when by law they are
only to collect it from the development areafor the development plan. They have donethis since
their inception. For background, below are the definitions for development area, downtown
district and tax increment revenues. Note, that the definition for tax increment revenues are
defined as those generated by the development area, not the downtown district.

125.1651 Definitions.
Sec. 1. As usdd in this act:

(h) “ Development ared’ means that areato which a development plan is goplicable.

(i) “ Deve opment plan” means that information and those requirements for a devel opment set forth in section 17.
() “ Devel opment program” means the implementation of the deve opment plan.

(k) “ Downtown district” means an areain abusiness district that is specificdly designated by ordinance of the
governing body of the municipdity pursuant to this act.

(2 “ Tax increment revenues’ means the anount of ad va orem property taxes and specific locd taxes atributable
to the gpplication of the levy of dl taxing jurisdictions upon the captured assessed va ue of red and persond
property in the devel opment area, subject to the following requirements:

Thetreasury department addresses this on their web site where they provide the following:

What is the difference between an authority district and aplan?



Answer:
First — Theloca unit establishes an authority (DDA, LDFA, TIFA) with aspecific
geographic district, and appoints an authority board.

Then —The board writes adevelopment plan (and usudly atax increment financing plan
to fund it) for aspecific geographic areawithin the district area. There can be more than
one plan areain an authority district, but plans may not overlap. (Overlap information
does not apply to Brownfields and certified technology parks.) The development plan and
TIF plan must be adopted by thelocal unit before the plans are valid.

DDA mills arelevied within the district boundaries.

DDAs and TIFASs capture property taxes within the plan boundaries. LDFAS capture
within each digble property, or within a certified business park (formerly cdled a
"certified industria park™), or certified technology park.

Notethelinethat states:

“The board writes adevelopment plan (and usualy atax increment financing plan to fund
it) for aspecific geographic areawithin the district area.”

The development areais asubset of the district, not the entire district. The TDDA has confused
their ability to levy up to 2 mills upon the entire district (DDA mills) with capture property tax
which isfor property taxes within the plan boundaries — the development area (see definitions).

It isinterestingto notethat thefirst two plans specified distinct development areas that were
subsets of the entiredistrict. After | raised this point in 1999, a change was made to the next
development plan to overcomethis problem (wherethe intent to defraud comes in).
Development Plan #3, which amended development plans #1 & #2, changed the description of
the development area, as described in Development plans #1 as amended by Development Plan
#2, to be coterminous with the TDDA district boundary. If this doesn’t set off the bells and
whistles, it should.

This tacticfliesin theface of theintent of thelaw. Isit legd? | doubt it. Why would the
Department of Treasury Web site state the following:

Can aDDA or TIFA plan spend revenue outside of its development area?

Answer: Accordingto state law, the plan may spend revenue only for projects described
in the development plan and/or tax increment financing plan, and the projects must be
alowable under the law. The revenue must be spent for the benefit of the development
area. Revenue of one plan may not be used to pay an obligation or expense of another
plan. The Sate Tax Commission’s policy is that revenue must aso be spent on
improvements or properties located in the plan’s development area. The Sate Tax
Commission will enforcethis policy on aprospective basis as of April 14, 1998, but not



retroactively. After April 14, 1998, aplan may not start any new projects outside of that
plan’s development area The State Tax Commission may waive this requirement for
certain infrastructure improvements made in the development plan that must extend
outside the development ared s boundaries. Note: LDFA’s are not included here because
section 12(2) of the Locd Devdopment Financing Act (P.A. 281) has specific provisions
regarding restrictions on the use of tax increment revenue.

Why would the state specify the April 14, 1998 date as adate when a plan can not start new
projects outside of the plan’s development areaif aDDA can just specify the entiredistrict as a
deveopment area? Is this aloop holeor isit aviolation of the law to do so? The TDDA has
stated that it was their intent that the entire district be defined as the development areato capture
property taxes. If aDowntown Development Authority is dlowed to designate the entire district
as the development areato capture property taxes, even though the projects only involve some
parcels within the district, then my concerns are mute. But if that is dlowed, why has the
Department of Treasury goneto such pains to distinguish between the development areaand the
district. Only an investigation can resolve this issue.

The TDDA has committed other violations of the Act that | will address with the Sate Tax
Commission, but this violation has been the onethat both Red and | have previously raised. If
you have any comments concerningwhat | have just discussed, pleasefed freeto contact me.
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